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J.1 . (SBU)  SUMMARY:  At  a November  3 meeting  with  the 
Ambassador,  Boeing's  Sales  Director  for  Europe  and  Central 
Asia  Serdar  Gurz  said  he  is  "cautiously  optimistic"  about  the 
sale  of  five  Boeing  airplanes  to  Azerbaijan.  He  said  that 
AZAL ' s Director  General  Janhangir  Askerov  is  following 
Boeing's  action  plan,  but  cautioned  that  Airbus  has  heard 
"Boeing  is  here"  and  now  plans  to  visit  Azerbaijan  in 
November.  Gurz  and  Boeing's  Regional  Director  Tibet  Giray 
said  potential  issues  could  be  Askerov's  expectations  of  EXIM 
commitment  as  a prerequisite  for  the  deal,  the  loan 
percentage  that  EXIM  will  fund,  the  exposure  fees  EXIM  will 
charge,  and  perhaps  the  country  of  registration  for  any 
purchased  Boeing  airplanes.  The  Ambassador  said  she  supports 
Boeing's  efforts  and  reiterated  her  commitment  to  help, 
including  her  willingness  to  discuss  a ceremonial  signing 
with  Askerov  when  she  meets  with  him.  END  SUMMARY. 

1[2 . (SBU)  During  his  November  3 meeting  with  the  Ambassador, 
Boeing's  Sales  Director  for  Europe  and  Central  Asia  Serdar 
Gurz  said  the  negotiations  with  Azerbaijan's  Civil  Aviation 
Authority  and  state  airline  (AZAL)  "are  going  according  to 
plan."  AZAL ' s Director  General  Jahangir  Askerov  is  following 
the  action  plan  Gurz  set  out,  he  said.  Gurz  also  noted  that 
eight  or  nine  Boeing  engineers  are  in  Azerbaijan  configuring 
the  planes'  designs  to  AZAL ' s specifications  so  that  Boeing 
can  determine  what  price  to  quote  AZAL  for  the  planes. 
Boeing's  Regional  Director  for  Aircraft  Contracts,  Commercial 
Airplanes  Group  Tibet  Giray,  added  that  the  specifications 
should  be  finished  in  late  November  and  the  price  set  by 
early  December,  allowing  for  the  possibility  of  Boeing  and 
AZAL  to  sign  by  the  end  of  2006.  Gurz  told  the  Ambassador 
that  Airbus  has  deployed  its  A-30s  and  A-50s  and  is  sending 
representatives  to  Baku  next  week  after  hearing  about 
Boeing's  presence,  but  said  he  remains  "cautiously 
optimistic . " 

Possible  Hurdles:  Lending  and  Registration 


1[3 . (C)  Gurz  said  he  has  contacted  EXIM  Bank  about  the 
funding,  but  there  are  potential  problems  because  of  EXIM's 
negative  perception  of  AZAL ' s dealings  with  Sikorsky  on  a 
helicopter  contract  three  years  ago.  Gurz  said  he  will  be 
meeting  with  EXIM's  David  Fiori  November  8 to  request  a 
"letter  of  enthusiasm."  Giray  explained  that  Askerov  wants  a 
commitment  from  EXIM  Bank  as  a prerequisite  for  the  Boeing 
deal,  but  Giray  said  he  is  not  sure  if  the  "letter  of 
enthusiasm"  would  be  enough.  EXIM  normally  reviews  a 


contract  for  lending  six  to  nine  months  before  delivery, 

Giray  continued,  but  despite  AZAL's  previous  experience 
borrowing  from  EXIM,  Giray  said,  he  is  unsure  Askerov  will 
remember  that  timeline.  According  to  Giray,  two  other 
possible  issues  will  be  1)  Askerov  is  expecting  EXIM  to 
finance  the  maximum  85  percent  of  the  total  price,  but  EXIM 
may  decide  to  lend  a smaller  percent  and  2)  EXIM  charges  an 
exposure  fee  between  3.5  and  8 percent  based  on  country  risk 
and  Askerov  may  be  unhappy  if  the  fee  is  too  high.  Gurz  said 
that  in  the  past,  Askerov  has  also  been  reluctant  to  promise 
a sovereign  guarantee  for  loans,  but  it  should  not  be  an 
issue  this  time  since  Askerov  reiterated  November  2 that  the 
sovereign  guarantee  is  "no  problem. " 

^4.  (SBU)  Country  of  registration  may  also  be  a problem,  Giray 
said,  since  Azerbaijan  has  not  signed  the  Cape  Town 
Convention  which  would  allow  the  lender  to  reposess  and 
reregister  the  airplanes  if  AZAL  defaults  on  payments.  The 
problem  may  be,  Gurz  explained,  that  Airbus  allowed  AZAL  to 
register  in  Azerbaijan  but  EXIM  will  not. 

Ambassador  Offers  Support 


1[5 . (SBU)  The  Ambassador  thanked  Gurz  and  Giray  for  the 
update  and  reiterated  her  support  for  Boeing,  especially  in 
the  face  of  increased  Airbus  presence  and  competition.  She 
offered  to  help  with  the  ceremonial  signing  in  January  or 
February,  noting  that  Foreign  Minister  Mammadyarov  had 
expressed  his  enthusiasm  to  her  for  a public  signing 
ceremony.  The  Ambassador  asked  Gurz  and  Giray  to  keep  her 
updated  on  progress  with  AZAL  and  EXIM  and  offered  her 
support  as  problems  arise. 
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